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Fund Repurchase Transactions 


During March two members of the International Mone- 
tary Fund repurchased certain amounts of their currencies 
held by the Fund. The Government of India, which in 
1948 and 1949 had purchased US$100 million with Indian 
rupees, repurchased rupees equivalent to US$36,220,000. 


Europe 
U.K. Commodity Markets and Exchange Controls 


The reopening of international commodity markets in 
the United Kingdom created the possibility of net losses 
of dollar earnings through international arbitrage. In 
reopening the rubber, tin, and cocoa markets some years 
ago, there was no risk of this kind, as these commodities 
were supplied almost exclusively by sterling area coun- 
tries. For other commodities with varying “dollar con- 
tents” there is a considerable variety in the exchange 
control arrangements under which the market operates. 


The greatest permissible freedom of dealing is found 
for the nonferrous metals, lead, zinc, and copper. The 
arrangements for these metals conform precisely to those 
made earlier for tin and rubber. Recognized members of 
the London Metal Exchange may buy lead, zinc, or copper 
in any part of the world for import into the United 
Kingdom or into any sterling area country, or for resale 
in any market. The payments made by or to the London 
dealer must be those appropriate, under exchange control, 
to the country in question. This freedom of dealing might 
involve dollar losses, but it was believed that the return of 
commodity arbitrage business to London would be im- 
portant on account of the associated banking, insurance, 
shipping, and handling activities, and that the unification 
of the international price structure would relieve British 
industry of the handicap from which it had suffered when 
sterling prices were higher than dollar prices. The free- 
dom of dealing which was permitted in these metals meant 
a partial and selective approach to the goal of converti- 
bility, the nonresident sterling that might be used for 
purchasing them being, in fact, made truly convertible. 
Actually, the dollar losses have not been of appreciable 
size, and any such losses have been more than compen- 
sated by the benefits of returns to freedom in these 
markets. 


The same kind of risk could not safely be taken with 
sugar and grain. The general rule is that any dollars 
spent in the purchase of raw sugar must be recouped out 


The Government of Australia, which had purchased in 
October 1949 and August 1952 a total of US$50 million 
with Australian pounds, and had repurchased Australian 
pounds equivalent to US$12 million in December 1953, 
made a further repurchase of US$6 million. 


of the proceeds of the sale; similar arrangements were 
made in the summer of 1953 for grain (see this News 
Survey, Vol. VI, p. 2). The same rule applies to dealings 
in cocoa and coffee, except that these commodities may be 
purchased for dollars and resold to EPU countries 
against payment in their respective currencies or in the 
appropriate sterling. This liberty to resell was extended 
to all transferable sterling countries after the extension of 
the sterling transferable account system in March 1954 
(see this News Survey, Vol. VI, p. 295). 

Sources: Barclays Bank Review, February 1954, and The 

Economist, April 3, 1954, London, England. 


London Gold Market 


During the first week of its operation the turnover in 
the London gold market, which was reopened on March 22 
(see this News Survey, Vol. VI, p. 296), reached some- 
thing like the average of the 1930's, and by the end of the 
first fortnight it was reported that most of the business 
that had recently been transacted in Amsterdam, Ziirich, 
and other continental centers was being transferred to 
London. The price determined at the daily fixing moved 
during the first week from £12 8s. 6d. per ounce to 
£12 8s. 344d. and then back to £12 8s. 4d. The quotation 
on April 5 was £12 8s. 644d. 

London is a genuine two-way market, and the demand 
has come to London because the market has quoted closer 
dealing prices than any other competitive center. The 
margin is quoted at ld. in sterling prices, or 3 cents in 
dollar prices. 

Between six and seven tons of Russian gold, worth 
approximately £2.5 million, were sold on the continent 
in the second half of March. Most of it was paid for in 
transferable sterling at a price equivalent to about 
£12 10s. 6d. per ounce, and buyers have resold the gold 
in London against registered sterling at the current price 
of £12 8s. 514d. From registered sterling the buyers 
probably switched into dollars, and in some cases back 
into transferable sterling. 

The Bank of England has intervened actively in the 
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market both at and after fixing. It has been a seller of 
South African gold, but it is believed that during the first 
fortnight it was on balance a buyer, acting for the 
Exchange Equalisation Account. 


Sources: The Times, March 29, 1954, and The Economist, 
April 3, 1954, London, England; The Wall 
Street Journal, New York, N.Y., April 6, 1954. 


U.K. Economic Survey for 1954 


Summary estimates of the U.K. and sterling area bal- 
ance of payments in 1953 (with revised figures for 1951 
and 1952) and of changes in U.K. real national product 
are presented in the latest Economic Survey (Cmd. 9108) 
published on March 30. In 1953 the United Kingdom 
increased its gold and dollar reserves by £240 million; 
in 1952, reserves fell by £175 million. On current ac- 
count, there was a surplus in 1953 of £225 million (in- 
cluding £121 million defense aid), compared with the 
previous year’s surplus of £255 million (including 
£102 million of defense aid). Despite an estimated im- 
provement of £200-250 million in the terms of trade, the 
trade deficit in 1953 was £80 million greater than in 1952. 
The value of exports was 5 per cent less than in 1952. 
Imports also fell, but to a lesser extent. The surplus on 
invisibles rose by about £70 million, of which £20 million 
was due to a fall in government expenditure and most of 
the remainder to oil company transactions. Of the 
£225 million surplus on current account, £46 million was 
earned in transactions with non-sterling countries, in 
contrast to a deficit of £112 million in 1952. For the first 
year since the war the United Kingdom was approxi- 
mately in current account balance with the dollar area, if 
defense aid is taken into account. The U.K. surplus with 
the rest of the sterling area was £190 million less than 


in 1952. 


The rest of the sterling area had a £274 million surplus 
with the non-sterling world in 1953, compared with a 
surplus of £162 million in 1952. Thus, the balance of the 
whole sterling area with the non-sterling world was £320 
million in 1953, against £50 million in 1952. Two thirds 
of this surplus was earned in the first half of the year. 
Though the sterling area was in a stronger position at the 
end of 1953, with a consolidation of the improvements 
recorded in 1952, the Survey points out that U.K. sales 
abroad are still inadequate to pay for imports, to meet 
other financial commitments, and at the same time to 
permit increases in reserves without adding to overseas 
liabilities. Resources are expected to be available in 
1954 to provide for both an expansion of exports and a 
higher rate of industrial development. Price is now the 
vital factor in export markets, and the United Kingdom 
cannot count on a continuance of last year’s favorable 
terms of trade. The first objective of U.K. policy in 1954 
must therefore be to reduce costs of all kinds, while 





British industry, in turn, must make itself fully com. 
petitive. 


Sources: The Financial Times and The Times, London, 
England, March 31, 1954. 


Disparity Between French and Foreign Prices 


The report of the Nathan Commission, which was ap- 
pointed by the French Government in January to study 
the disparity between French and foreign prices, states 
that the disparity is widespread and most marked for 
domestically produced raw materials, agricultural prod- 
ucts, and relatively highly fabricated industrial products. 
It is greatest for consumer prices (which include taxes) , 
but even at the manufacturing stage French prices gen- 
erally exceed those of other OEEC countries, except 
Belgium and Switzerland which have higher wage levels. 

The price disparities, according to the Nathan report, 
can be traced to a number of basic weaknesses in the 
economy. By pruning unproductive expenditures the 
budget, now swollen by war damage payments and ex- 
penditures for modernization and new investments, can 
be reduced; in addition, the tax and social security sys- 
tems should be reformed so as to reduce the burden on 
costs. The substitution of a “tax on added value” for the 
present “production tax” would be a step in the right 
direction. Other recommendations are for the removal of 
taxes—such as those on company mergers and transfers 
of real estate—a shift from indirect taxes (which weigh 
heavily on costs and prices) to direct taxation, and a more 
satisfactory distribution of the tax burden, to be brought 
about particularly by a vigorous fight against tax fraud. 

In the private sector of the economy the report finds an 
urgent need for reducing costs, for example, by the pro- 
gressive removal of various restrictions on free compe- 
tition and of measures permitting inefficient enterprises 
to live on the more competitive enterprises. A special 
effort should be made to reduce distribution costs. A 
collective decision to set aside part of current income in 
order to raise the standard of living in the future would 
produce increased savings. This requires sound money, 
and the maintenance of stable money requires diligent 
concerted action. Neither the regulation of markets for 
agricultural products, nor the balancing of the budgets of 
the Government and of the national enterprises, nor the 
progressive amelioration of the position of wage earners, 
can justify measures which lead to upward movements in 
the price level and the debasement of the currency. 

Finally, the report pleads the necessity of removing 
external as well as internal protectionist measures. The 
reliberalization of trade with the OEEC countries is 
deemed a necessity for France. Caution should be exer- 
cised, however, to avoid the risk that another reversal of 
policy might later be found necessary; there would be a 
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grave risk in a policy of trade liberalization which was 

not accompanied by other appropriate and timely reforms. 

Sources: Le Monde, March 20, 1954, and Agence Eco- 
nomique et Financiére, March 29, 1954, Paris, 
France. 


Gold Dealings in Belgium 


A Belgian Royal Decree of March 30 has freed trans- 
actions in gold from the requirement that they take place 
at rates which do not deviate from the official rates by 
more than 14 per mille. However, the transactions remain 
subject to license by the National Bank. 

Source: Agence Economique et Financiére, Paris, France, 
March 31, 1954. 


Annual Report of Danmarks Nationalbank 

The Governor of the Danmarks Nationalbank, in his 
annual report, states that the Government’s financial 
policy must continue to be cautious, with the object of 
increasing Denmark’s foreign exchange reserves. At the 
present time, the reserves are stated to be insufficient to 
permit the Government to counteract the depressive in- 
fluence on the domestic economy that could be generated 
by a recession abroad. International obligations, as well 
as the necessity for maintaining the international com- 
petitiveness of the Danish economy, limit the possibility 
of instituting restrictive measures against a balance of 
payments deficit. Consequently, it is important that in 
the present period every effort should be made to 
strengthen the foreign exchange reserves as much as 
possible. 

The Governor emphasized that it is necessary to 
utilize both fiscal and monetary measures in the economic 
policy of Denmark. The satisfactory developments in the 
Government’s financial policy in 1953 had laid the basis 
for the reduction in the central bank discount rate in 
late 1953 and an easier monetary policy in general. The 
Governor reminded the authorities of their earlier decla- 
ration that, in order to increase production and invest- 
ments and thereby maintain a high level of employment, 
there should be maintained an interest rate as low as was 
possible without creating inflationary tendencies. The 
Government had also declared that its fiscal policy would 
be guided by the same considerations. 


The Governor stated that the objects of fiscal and mone- 
tary policy should be to raise the standards of living of 
the people and to provide employment. In the coming 
years the supply of labor would increase rather rapidly 
and this necessitates increased investments. Economic 
policy has to provide these investments, and public and 
private consumption has to be kept within the limits set 
by available resources after the necessary provision has 
been made for investments. 


Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, March 14-20, 1954. 


The 1954 Whaling Season 


The 1954 whaling season ended on March 18 when 
the total catch was only 61 blue whale units less than the 
agreed maximum of 15,500 units. Whaling in the Ant- 
arctic is limited by international agreements. For the 
1953 season, the limit set was 16,000 blue whale units; 
but owing to an unexpected drop in the number of whales 
caught during the last few days of the season, which 
closed on March 16, the catch reached only 14,855 units. 

Total production by the pelagic expeditions in the 
1954 season was 1,973,000 barrels, against 1,882,431 
barrels during the 1953 season; the nine Norwegian ex- 
peditions had a total catch equivalent to 929,077 barrels, 
which is 200,000 barrels more than that of the seven 
Norwegian expeditions which participated last year. The 
Norwegian whaling companies have sold their production 
at an average price of £68 per ton, and the value of the 
catch is some £10.5 million. 

This season it was expected that, as a result of the em- 
ployment of many new boats, the catch per whale boat 
per day would show some increase. The actual increase, 
from 114.5 barrels to 172.2 barrels per day, was greater 
than had been hoped for. 


Sources: Royal Norwegian Information Service, News of 
Norway, Washington, D.C., March 25, 1954; 
Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, March 24 and April 1, 1954. 


Swiss Loan to Sweden 


The Swedish Government has contracted with three 
Swiss banks—Schweizerische Bankverein, Schweizerische 
Kreditanstalt, and Schweizerische Bankgesellschaft — to 
float a Sw fr 50 million bond issue in Switzerland to be 
issued at par. The rate of interest will be 334 per cent 
with the right of conversion for the debtor after 10 years 
and maturity after 15 years. The proceeds of the issue 
will be made available in freely convertible Swiss francs. 

The purpose of the loan is officially stated to be to 
replenish the Swedish foreign exchange reserves and to 
make it possible for Sweden to extend foreign credits 
without increasing the demand for funds on the Swedish 
capital market. Apart from the US$20.4 million loan 
received in 1949 under the Marshall Plan, this is the first 
foreign loan raised by Sweden since 1924. 

Source: Sveriges Riksbank, Press Release, Stockholm, 
Sweden, March 30, 1954. 


Italian Foreign Trade Policy 


In a recent statement, the Italian Minister of Foreign 
Trade said that the Government does not intend to curtail 
imports in an effort to reduce Italy’s trade deficit, but 
instead will try to increase exports and to buy more raw 
materials from areas that are capable of absorbing more 
Italian products. Any limited curtailment of imports, he 
continued, would certainly tend to increase prices at 
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home while having only very little influence on the over- 
all trading position. More substantial restrictions would 
affect the supply of raw materials to the detriment of the 
Italian economy. In seeking new outlets for Italian ex- 
ports, the operation of Italian commercial offices abroad 
will be developed. Basic imports will be encouraged from 
areas which offer gainful markets for Italian products. 


Some stimulus to exports is also being given by the 
offer, on a limited scale, of export credit guarantee cover 
for medium-term shipments of “special. supplies.” “Spe- 
cial supplies” are mainly, but not necessarily, capital 
goods. Total risks are, however, to be limited to 30 billion 
lire in each of the financial years 1953-54 and 1954-55, 
and the cover on any transaction is limited to 70 per cent. 
In explaining the limited scope of these arrangements, it 
has been officially stated that, while the purpose of exports 
is to secure foreign exchange, it is also important to get 
proceeds in as quickly as possible, and nothing should be 
done to encourage exporters to lengthen credit terms or to 
send goods to low-grade payers. The Italian Government 
is also concerned to prevent the financing of export credit, 
however indirect, from causing a dangerous expansion of 
bank credit. 


Sources: /1 Sole, Milan, Italy, March 19, 1954; The 


Bankers’ Magazine, London, England, March 
1954. 


Germany's EPU Surplus 


As a partial contribution to the solution of the prob- 
lems associated with the West German surplus in the EPU 
(see this News Survey, Vol. VI, p. 256), it has been 
urged in some quarters that German customs tariffs should 
be reduced, that imports of chemicals, spun fibers, and 
other commodities still subject to control should be 
liberalized, and that imports of agricultural products 
from other OEEC countries should be increased. Some 
experts, who believe that the surplus could not be com- 
pletely eliminated either by these measures or by an ac- 
celerated repayment—following the example of the Neth- 
erlands—of postwar and prewar sterling debts, conclude 
that ultimately a capital outflow will be necessary. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, March 26, 1954; The Banker, 
London, England, March 1954. 


Middle East 
Israel Bond Issue 


The Securities and Exchange Commission of the United 
States has made effective the registration of the “Develop- 
ment Issue” of the State of Israel Bonds, involving issues 
totaling $350 million of coupon and capital appreciation 
bonds, of which $75 million is expected to be sold during 
1954. The American Financial and Development Corpo- 
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ration for Israel has been named as the sole underwriter 
for the bonds. The coupon bonds will mature in 15 years 
and carry an interest rate of 4 per cent; the capital 
appreciation bonds will mature in 10 years with a value 
of 150 per cent of the issue amount. Both types of bond 
are nontransferable and nonassignable until July 1, 1959, 
except in certain special instances. The proceeds of the 
flotation are allocated as follows: agriculture, US$108 
million; industry and power, US$140 million; trans. 
portation and communications, US$32 million; low-cost 
housing, US$20 million; general reserve (for increased 


expenditures, unanticipated projects, and flotation costs), 
US$50 million. 

















































Source: Israel Office of Information, /srael Digest, New 


York, N.Y., March 22, 1954. 






Israel's Industrial Exports 






With a view to expanding exports, the Government of 
Israel has for the past two years actively encouraged ex- 
ports of industrial products. The establishment of export 
premia and the authorization for exporters of industrial 
products to use part of their exchange receipts for the 









purchase of raw materials abroad led to an expansion in 
industrial exports from $11.4 million in 1952 to $21.8 
million in 1953. Such exports amounted to 31 per cent 
of total exports in 1952 and to 38 per cent in 1953. The 
expansion has also been stimulated by the policy of per- 
mitting manufacturers in export industries to sell part 
of their output at free prices in the domestic market. This 
year industrial exports are expected to increase further 
as greater quantities of potash become available from 
the potash works by the Dead Sea. 










Source: Neue Ziircher 


March 19, 1954. 


Zeitung, Ziirich, Switzerland, 








Syrian 1953 Foreign Trade 


Mainly as a result of bumper cereal production, Syria’s 
exports increased from LS 319 million in 1952 to LS 370 
million in 1953. Imports during 1953 were LS 307 mil- 
lion, compared with LS 313 million in 1952. Thus, the 
trade surplus increased from LS 6 million to LS 63 
million. If the import figures, which are calculated ac- 
cording to the official exchange rate, were adjusted on the 
basis of free market rates, and if allowance were made 
for the undervaluation of exports, the actual trade surplus 
in 1953 would probably be greatly reduced. 

During 1953, Syria’s main suppliers were the United 
States (12.4 per cent of imports against 14.7 per cent in 
1952), Lebanon (10.7 per cent against 11.5 per cent), 
the United Kingdom (10.7 per cent against 12.5 per cent), 
France (10.7 per cent against 9.6 per cent), and Western 
Germany (9.4 per cent against 6.1 per cent). Syria’s best 
customers were Lebanon (24.3 per cent of total exports 
against 21.9 per cent in 1952), France (15.9 per cent 
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against 15.4 per cent), the United Kingdom (12.4 per 
cent against 24.1 per cent), Western Germany (6.5 per 
cent against 3.1 per cent), and the United States (5.7 per 
cent against 5.0 per cent). 


Source: Le Commerce du 


March 24, 1954. 


Levant, Beirut, Lebanon, 


U.S. Grant fo Iran 


The U.S. Government has granted $6 million to Iran; 
this is in addition to the $45 million granted in September 
1953. The exchange will be used to import essential 
goods, and the Iranian Government will utilize the local 
currency counterpart to finance its budget deficit. 


Source: Keyhan, Teheran, Iran, March 6, 1954. 


Far East 
Ceylon’s Sterling Loan 


Ceylon raised a loan of £5 million in the London 
market in the last week of March. The loan was offered 
at a discount of 3 per cent and is redeemable between 
1973 and 1975. The annual interest rate is 4 per cent; 
the gross interest yield is 4.125 per cent; and the gross 
redemption yield is 4.217 per cent. Stock held by individ- 
uals and companies not resident or domiciled in Ceylon 
and the interest accuring to them are free from all 
present and future Ceylonese taxes. A sinking fund will 
be created in the United Kingdom for the redemption of 
the loan. 

The loan will finance part of Ceylon’s £112.5 million 
(Rs 1,500 million) program for the development of agri- 
culture, public utilities, and social services. It is Ceylon’s 
first venture in the London capital market since the war. 
(See also this News Survey, Vol VI, pp. 193 and 249.) 
Ceylon’s sterling debt stood at £9.4 million (Rs 125 
million) on September 30, 1953. 

Sources: The Financial Times, London, England, March 23 
and 26, 1954. 


Exchange Rate for Certain Thailand Imports 


The Bank of Thailand has announced that, as from 
March 4, U.S. dollars and sterling will be sold at the 
Bank’s special rates only for milk, textiles, medicines, 
and pharmaceutical and petroleum products. The rates 
of exchange granted for these imports are 45 baht per 
pound sterling and 16.07 baht per U.S. dollar. The 
prices of certain essential goods, formerly imported at 
the special selling rate of the Bank of Thailand which has 


now been dropped, were expected to increase about 25 
per cent. 


Sources: Bank of Thailand, Notice to Commercial Banks, 
No. Thor/Por/Dor 7/96, Bangkok, Thailand, 
November 20, 1953; Far East Trader, New 
York, N.Y., March 17, 1954. 


Foreign Investment in Thailand 


A bill which aims at attracting foreign investment to 
industries of Thailand has been drafted by the Ministry 
of Industry and is now being studied by the National 
Economic Council. The bill would give the Government 
authority to declare low import duties on machinery 
and equipment, to lower taxes on the income and products 
of industrial plants considered essential to the economy, 
and to subsidize plants in financial difficulties. It is 
intended that there should be no discrimination in the 
treatment of plants financed by foreign capital. 

Source: Far East Trader, New York, N.Y., March 31, 
1954. 


Cost of Indo-Chinese War 


The total cost of the war in Indo-China in 1953 is 
estimated at fr 589 billion (US$1.68 billion). The net 
cost to France was fr 285 billion ($810 million) and 
that of the Associated States was fr 35 billion ($100 mil- 
lion). U.S. aid amounted to fr 269 billion ($770 million), 
of which fr 119 billion ($340 million) represented the 
value of military equipment sent directly to Indo-China, 
and fr 150 billion ($430 million) covered financial aid 
to France specifically earmarked to help defray the 
cost of the war. 

The total cost of the war in 1954 is estimated at fr 686 
billion ($1.96 billion). While the gross cost to France, 
as given in the military budget, is fr 291 billion ($832 
million), the net cost is fr 136 billion ($390 million), 
since France receives fr 155 billion ($442 million) in 
U.S. aid specifically earmarked to help defray the cost 
of the war. The contribution of the Associated States is 
fr 60 billion ($170 million). As a result of arrangements 
made recently between the United States and France, U.S. 
military aid in kind has been increased to fr 200 billion 
($573 million), and direct aid to the Associated States 
for equipping and feeding their armies has been increased 
to fr 135 billion ($385 million). Thus this additional aid, 
together with the assistance earmarked to defray France’s 
share of the cost, makes the U.S. total contribution for 
1954 fr 490 billion ($1.4 billion). 

Sources: Le Monde, Paris, France, March 18 and 22, 


1954. 


Insurance for Japanese Consignment Exports 


The Japanese Government is reported to be planning a 
scheme for insurance against the risks involved in the 
system of consignment exports which was introduced in 
June 1952. The system is considered to be beneficial for 
promoting certain exports, particularly raw silk, farm 
machines, and porcelain wares, but not much use has 
been made of it, since traders are afraid to take the risk 
of failure of sales in overseas markets, which, under 
present conditions, they have to bear themselves. Con- 
signment exports in 1953 amounted to only US$584,000, 
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of which $457,000 was exported to the dollar area. Under 
the proposed insurance scheme, traders who make use 
of consignment exports will be eligible for indemnifica- 
tion up to 80 per cent of their losses; the insurance 
contracts with the Government require payment of a pre- 
mium of 0.3 per cent of the insured value of the exports. 
Source: Bank -of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, February 27, 
1954. 


Indonesian Tax on Invisible Payments 


According to recent official information, the following 
types of transfers, in addition to those previously reported, 
are not subject to the Indonesian tax on invisible pay- 
ments levied since March 3, 1954. (see this. News Survey, 
Vol. VI, p. 289): (1) remittances of vacation or leave 
salaries, alimony payments, -tuition fees; savings, and 
life insurance premia and similar payments by foreign 
nationals employed in Indonesian enterprises; (2) trans- 
fers on government account; and (3) commissions on 
exports and incidental banking expenses. Further, it has 
been made clear that foreign enterprises are now per- 
mitted to transfer abroad the whole of their profits after 
payment of the new tax. The administrative limitation 
of company profit transfers to 40 per cent of the gross 
profit will, however, presumably continue to apply to the 
transfers of profits of new companies established since 
the beginning of 1954, which are exempted from the new 
tax. 

Sources: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N.Y., March 
22, 1954; Department of Commerce, Foreign 
Commerce Weekly, Washington, D.C., March 22, 
1954. 


Philippine Tax Measures 


Legislation to extend several tax measures, in order 
to raise government revenue to meet expected increases 
in budgetary expenditures, has been passed by the Philip- 
pine House of Representatives. The corporate income tax 
bill extends for two years Republic Act 600, which im- 
poses a tax of 20 per cent upon net corporate income 
under 100,000 pesos and a tax of 28 per cent upon net 
corporate income over 100,000 pesos (see this News 
Survey, Vol. Ill, p. 329). In the case of dividends re- 
ceived by a domestic or resident foreign corporation from 
a domestic corporation liable to tax, only 25 per cent 
will be subject to the tax. A tax of 24 per cent will be 
deducted from the earnings of foreign corporations 
subject to taxation and not engaged in trade or business 
in the Philippines or having an office there, and will be 
withheld at the source. The corporate income tax is 
expected to yield around 67 million pesos annually. The 
tax on distilled spirits, fermented liquors, wines, fire 
crackers, and playing cards, the sales and percentage tax, 
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and the documentary stamp tax have also been extended. 
The total revenue from these taxes is estimated at more 
than 92 million pesos. 

The House Ways and Means Committee has approved 
the extension of the 17 per cent foreign exchange tax 
(see this News Survey, Vol. VI, p. 283). It has also 
reported out a bill broadening personal income tax ex- 
emptions in the lower brackets and raising the tax in the 
higher brackets. The exemption for a single person is 
to be increased from 1,500 pesos to 2,000 pesos; for the 
head of a family from 2,000 pesos to 3,000 pesos; and for 
dependents from 600 pesos to 1,000 pesos. Taxes on the 
higher income groups are to be raised so as to yield 
additional revenue estimated at 6-7 million pesos a year. 
A plan to impose heavy taxes on big landed estates 
as a means of liquidating them has been postponed by the 
House Inter-Department Committee for the Landed 
Tenure Program. 


Sources: Philippine Association, Philippine Newsletter, 
New York, N.Y., March 19 and 26, 1954. 


United States and Canada 
U.S. Employment Situation 


Unemployment in the United States continued to in- 
crease slightly in March, according to a report of the 
Bureau of the Census. The increase, 54,000, was the small- 
est in six months; it was, however, a contraseasonal devel- 
opment, as unemployment usually declines in March. The 
total number unemployed, 3,725,000, was the highest 
since March 1950, and amounted to about 5.8 per cent 
of the civilian labor force. Civilian employment remained 
close to the February level of 60.1 million, whereas in 
March 1953 it rose by 396,000. According to the Census 
Bureau, the contraseasonal rise in unemployment and the 
less-than-normal increase in employment reflected bad 
weather conditions and the late Easter this year. 

Source: The Wall Street Journal, New York, N. Y., 
April 5, 1954. 


Canadian Balance of Payments in 1953 


During 1953 Canada incurred a balance of payments 
deficit on current account of $467 million in contrast to 
a surplus of $157 million in 1952. (Figures are in Ca- 
nadian dollars.) The principal cause of the change was 
the reappearance of a trade deficit of $55 million in 
1953 in place of a surplus of $491 million during the 
previous year. (The trade data reported in February 
were on an unadjusted basis; see this News Survey, 
Vol. VI, p. 250.) The deficit on service transactions 
widened by $78 million, to $412 million, principally as 
a result of reduced freight and shipping earnings and 
increased government expenditures abroad; net invest- 
ment income payments and travel expenditures were 
somewhat reduced. 
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The deterioration in the current account was due largely 
to overseas transactions. The surplus with the United 
Kingdom was reduced from $377 million to $141 million, 
as a result of lower exports and higher imports and 
defense costs. The surpluses with other overseas coun- 
tries were also reduced from $638 million to $340 million, 
mainly as a result of falling exports. The deficit with 
the United States, on the other hand, rose from $858 
million to $948 million, entirely as a result of a rise in 
imports. 

The larger part of the total deficit, $379 million, was 
incurred during the first half of the year; the deficit in 
the third quarter was $16 million and in the fourth 
quarter $72 million. Furthermore, the rise in imports 
was reversed during the fourth quarter, when both the 
volume and the value of imports were less than in the 
fourth quarter of 1952. 

The shift from a current account surplus to a deficit 
was compensated mainly by a reduction in the short-term 
capital inflow, from $654 million in 1952 to $144 million 
in 1953. Transactions in outstanding securities between 
Canada and other countries were almost in balance during 
1953, with a net capital outflow of only $12 million, com- 
pared with an outflow of $85 million during 1952. There 
was a net outflow of capital to the United States of $62 
million, in part offset by inflows of $29 million from the 
United Kingdom (the first since 1937) and of $20 
million from other countries. Net repurchases of Canadian 
Government bonds amounted to $59 million, and net 
sales of corporate securities to $28 million. In addition, 
there were net sales by Canadian residents of foreign 
securities, mainly U.S., of $19 million. External holdings 
of Canadian dollars were reduced by only $13 million, 
against $66 million in the previous year. Most of the 
adjustment, however, was on account of a reduction of 


the rate of outflow in the miscellaneous category, from 
$503 million to $119 million. 


The inflow of long-term capital continued during 1953, 
and direct investment receipts rose by about $50 million, 
to $385 million, while the outflow of Canadian capital for 
direct investment elsewhere was about $55 million, or 
slightly less than in 1952. Of the inflow, about $325 
million came from the United States and some $30-45 
million from the United Kingdom; almost one half was 
connected with the expansion of the oil industry and a 
further quarter entered the mining industry. New issues 
of Canadian securities net of retirements, on the other 
hand, fell by $74 million, to $178 million, and similar 
transactions in foreign securities led to an outflow of $22 
million. New issues, which totaled $322 million, were 
concentrated in the first and last quarters of the year, 
when there were substantial offerings in New York; 
during the rest of the year the rise in U.S. interest rates 
reduced the volume of offerings. The repurchase of a $75 
million Government of Canada loan, which was financed 
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directly by a reduction in the official reserves, was the 
most important item in total debt retirements of $144 
million. During the year loan repayments by foreign 
governments amounted to $87 million, and official re- 
serves of gold and foreign exchange fell by $38 million, 
to $1,770 million (or US$1,818 million). 


Sources: Dominion Bureau of Statistics, Sales and Pur- 
chases of Securities Between Canada and Other 
Countries, December 1953, Quarterly Estimate 
of the Canadian Balance of International Pay- 
ments (Fourth Quarter 1953), and Preliminary 
Estimates Calendar Year 1953, Ottawa, Canada. 


Latin America 


Colombian Receipts from Coffee Sales 


As of March 28, the rate for the compulsory sale to 
the Banco de la Republica of the proceeds of Colombian 
coffee exports was raised from US$105 per bag of 70 
kilos to $125. This decision resulted from an increase in 
coffee prices (from 82 U.S. cents per pound on Febru- 
ary 20, 1954 to 95 cents toward the end of March). 


On April 3, the Colombian Government established a 
tax of 50 per cent on the difference between a price of 
68 cents per pound for green coffee at Colombian ports 
and any price above that figure. On that date, Colombian 
coffee was sold in New York at 9814 cents per pound. 
Part of the proceeds of the tax will be turned over to the 
National Coffee Fund, and the balance will be used in 
projects of public interest, such as electric development 
and iron and steel production. 


Sources: La Prensa, March 29, 1954, and The Journal 
of Commerce, April 5, 1954, New York, N. Y. 


Bolivia's Free Market Exchange Rate 


Dollar free market auctions have continued in La Paz, 
at the Banco Mercantil and the Banco Nacional. On 
February 17, 1954, at the auction held at the Banco 
Mercantil, lots ranging from US$50 to US$300, and 
totaling US$3,120, were sold at Bs 1,249 per US$1. (See 
also this News Survey, Vol. VI, p. 276.) 


Source: El Diario, La Paz, Bolivia, February 18, 1954. 


Brazil's Foreign Exchange Operations 


The Foreign Exchange Department of the Banco do 
Brasil allocated for auction during the week beginning 
March 29, in the ten exchange markets throughout the 
country, a total of US$42 million, fr 700 million, SKr 10 


million, and DKr 10 million. 


Business and financial circles, and especially agricul- 
tural workers, have been awaiting the regulations govern- 





316 


ing the application of the premiums obtained on imported 
commodities to be issued in accordance with the Aranha 
Plan now in operation. The Banco do Brasil reports that 
it has already collected premiums amounting to over 4 
billion cruzeiros, which should be applied to promote 
Brazilian production, in accordance with the terms of an 
Executive decree soon to be announced. The decree is 
being studied by the Minister of Finance, and will mark 
the beginning of the second stage of the operation of 
the Aranha Plan. 


Source: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 


D.C., March 29, 1954. 


Salary Increases for Public Servants in Paraguay 


The budget of the Paraguayan National Government 
for the fiscal year beginning April 1, 1954 provides for a 
general 40 per cent salary increase for all government 
employees and workers, except public school teachers, 
whose salaries were increased by 70 per cent. 


Source: La Prensa, New York, N.Y., March 30, 1954. 


State Trading in Argentina 


In 1953 the Argentine Trade Promotion Institute 
(IAPI), a government agency which conducts or con- 
trols a large part of Argentina’s foreign trade, exported 
farming, pastoral, and mineral products to the value of 
4.3 billion pesos (the basic export rate is 5 pesos per 
U.S. dollar), and imported raw materials, foodstuffs, and 
manufactures to the value of 1.2 billion pesos (the basic 
import rate is 7.50 pesos per U.S. dollar). The IAPI 
transactions thus accounted for 61 per cent of total export 
peso values and for 20 per cent of total import peso 
values for the year. Payments for IAPI’s imports were 
made in U.S. dollars ($50 million), sterling (£18.8 mil- 
lion), French franes (1.6 billion), cruzeiros (359 mil- 
lion), Belgian francs (31 million), Czech korunas 
(66 million), and Norwegian kroner (7.8 million). 


Source: Economia y Finanzas, Buenos Aires, Argentina, 


April 1, 1954. 


Other Countries 


South African Gold Production 


The South African Minister of Mines has stated that 
five gold mines are already producing in the Free State 
and that five more are expected to begin this year. By 
1957 all 13 Free State mines should be in full production. 
Seventeen South African mines will be in a critical 
position if the price of gold is not increased, although two 
of them are now doing better as a result of the develop- 
ment of uranium. 
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South African gold production in January and Febru- 
ary amounted to 1,994,903 fine ounces, including 106,567 
ounces from Free State mines. The seasonal increase in 
the native labor supply has been considerably greater than 


in corresponding periods in recent years, but native labor 
is still scarce. 


Sources: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, March 1954, and The 
Times, March 17, 1954, London, England; Cape 
Times, Cape Town, Union of South Africa, 
March 11, 1954. 


South African Gold Sales 


As a consequence of the reopening of the London gold 
market, South African gold mines are no longer per- 
mitted to sell a portion of their gold in the free market, 
and in future all sales of gold will be effected through 
the South African Reserve Bank. The Minister of Finance, 
Mr. Havenga, has stated that the Bank would sell as 
much gold as possible on the London market and would 
credit the producer mines with the net proceeds after 
deduction of expenses and brokerage. He did not think 
it likely that producers would be able to obtain a better 
price elsewhere. These arrangeients do not affect the 
South African obligation to sell at least 4 million ounces 


of fine gold to Great Britain during the current year. 


Source: The Times, London, England, March 22, 1954. 








Fund Executive Director 


Following the resignation as from March 22, 1954 of 
Mr. Ernest de Selliers, Fund Executive Director elected 
by Belgium and Luxembourg, Mr. Hubert Ansiaux, Di- 
rector of the Banque Nationale de Belgique, has been 
elected as Executive Director by Belgium and Luxem- 
bourg. Mr. Ansiaux has reappointed Mr. Jean Godeaux 
as Alternate Executive Director. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
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